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Abstract

Over a period of time, the number of complaints against banks egthdrto deficiency of

their sewices has been ineasing in spite of several effeitaken by the banks on the advice

of the Resefe Bank of India. Since thele of banks has changedin ‘Class Bankto

‘Mass Bank’, thes is a temendous @ssue on the parof banks to satisfy the various needs

of the customers. Customer @ee has assumed a special significance as the barmks ar
determined to achieve social purpose, besides aimingpéit.pin this backdop, an attempt

has been made to analyze the performance of Banking Ombudsman Scheme. The purpose of
this paper is theefold: Firstly to trace the historical perspective of Banking Ombudsman
Scheme. Secondliy highlight the functional aspect of Banking Ombudsman Scheme and
finally, to bring foth the performance of Banking Ombudsman Scheme in terms of quantum
of complaints handled and time taken fedmessal.

Intr oduction Group on Customer Service in Banks, set up
In India, there are a number Ofby the.Government in 1975 upder the Chair-
voluntary oganizations, besides legal consumerfnanShIp of MJR.K.T.aIwa.r, has. listed the fac-
organizations, playing a vital role in protectingtors for cus'tomer.dlssatlsfactlon as d'elay and
the rights of consumers andjanising redressal maccuraf:y n puttlng through transactions, de-
of the customers’ grievances without resortinfzy and inadequacies in correspondence, de-

to expensive and time consuming litigation. A yed, faulty and unhelpful decision-making,

far as deficiency in banking services iSa.bsence of elementary discipline, undue empha-

concerned, the customers can approach civit® of s.taif on ob§ervance of rgles a”‘?' proce-.
courts or consumer forums established undglure,s’ |'nconven|ence.s asgoglated with credit
the Consumer Protection Act, 1986 or avalil thgppllcatlons,.lack.of unlforml'Ey n bank,clg@s,

customer grievance redressal machinery avaﬁ_ustom.er being viewed as a ‘Taceless’ unit, gen-
able within the banking system such as Banl?—ral attitude of unconcern and apathy towards

ing Ombudsman, customer grievance cells &Jlents. _The Committee has made 176 recom-
each bank. etc mendations and most of them were accepted by

the RBI and implemented by all the banks.
However it is the duty of Reserve Bank

of India to take measures to protect the inter- Another Committee headed by

ests of bank customers in India. In this regarM'N'Ginoria’ .the then Chairmgn of SBI, W_as
the Banking Commission, appointed by RBFEt up by RBI in 1990 to study issues relating

under the Chairmanship of R.S.Saraiya in 1973 customer service. The Committee proposed

made a number of recommendations for im]-"S core recommendations to ensure improve-

provement in customer service, most of whicﬁnent in the customer service in the banks. Thus,

were implemented by the banRéeWorking today 'the customer servpe |n.banks is gaining
more importance, especially in the context of
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liberalization, privatization and globalization.authorized to look into all complaints concern-
Nearly 60% of complaints, lodged with the coning deficiency in services such as:-

sumer fora, relate to deficiency of services inA
banking, insurance and telecommunications
companies.

. Non-payment/inordinate delay in the
payment or collection of cheques, bills and
drafts etc.

In th|S direction, RBI il’ltI’Oduced the B. Complaints Concerning |Oans and
Banking Ombudsman Scheme in 1995 as an  ggvances.

alternative dispute settlement mechanism for theC Such other matters as may be specified by
redressal of grievances of bank customers RBI from time to time in this matter

regarding the deficiency in banking services.

. Procedure for redressal of grievances
Banking Ombudsman Scheme, 1995

. (1) Any person, who has a grievance
In order to provide a system of expe-

. i ) d against the Bank, may himself or through an au-
ditious and inexpensive resolution of Cusmmet’horized representative, make a complaint in

complaints related to banking services, th&/riting to the Banking Ombudsman within

Banking Ombudsman Scheme Was_'ntmduce{ﬂhose jurisdiction the Branch fiafe of the Bank
by the RBI on 14-6-1995 under Section 35A Of:omplained against is located

the Banking Regulation Act, 1949. Fifteen _ _ N
Banking Ombudsmen have been appointed by ~ (2) The complaint shall be in writing,
the Government of India in major cities undefluly signed by the complainant or his autho-

the Scheme to deal with the complaints relafized representative and shall state clearly the
ing to deficiency of banking services. name and address of the complainant, the name

and address of the branch ofic# of the bank
against which the complaint is made, the facts

. _ _ , , ~giving rise to complaints supported by the docu-
cial who is appointed to investigate complaint

: he admini ion. The Banking O ents, if anyrelied on by the complainant, the
against the administration. 1he Banking OMp ;e and extent of loss caused to the complain-

budsman is an 6e set up by the Reserve Bankant and the relief sought from the banking om-

of .Indla 0 .glve speedy and coslestive reso- budsman and a settlement about the compliance
lution of grievances of the bank customers. Thgf the conditions referred to in sub clause 3.

role of Banking Ombudsmen in India is to deal 3 N lai he Banki
with the redressal of grievances against defi- b d( ) OhC(Ilep allnt t? the Banking
ciency in banking services covering all commer(-)m udsman shafl fie uniess:

cial banks and scheduled primary co-operative 1. Written representation was made to the
banks. bank and either the bank had rejected the

complaint or no reply was received from
the bank within 60 days of receipt of com-

In India, any person whose grievance  plaint or in case of unsatisfactory reply re-
against a bank is not resolved to his satisfaction ceived from the bank.

approach the Banking Ombudsman if his com-  ygjection of the representation by the bank

plaint pertains to any of the matters specified in  or dispatch of final reply by the bank on
the Scheme. Banking Ombudsmen have been the representation.

The word "Ombudsman” in general
means a “grievance man”. He is a publiii- of

Powers of the Banking Ombudsman
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3. The complaint is not the same subjectect on June 14, 2002. The new Scheme covers
matter if settled by the Banking Ombuds-all the Regional Rural Banks, in addition to all
man in previous proceedings whethecommercial banks and scheduled primary
received from the same complainant or angooperative banks. The new Banking Ombuds-
one or more of the parties concerned witthan Scheme also covers the customer
the subject matter complaints relating to banks’ credit card opera-

4. The complaint is not the same subjections even when they arefefed by their

matter for which any proceedings beforesubsidiaries. The new Scheme additionally
any court, tribunal or arbitrator or anyProvides for an institution of a ‘Review Author-
other forum is pending or a decree ofty’ to review the OmbudsmanAward. The
award or order of dismissal has alreadfanking Ombudsman has now also been autho-
been passed by any such court, tribundlized to function as an arbitrator for disputes
arbitrator or forum. between banks and their customers or between
two banks. The value of the subject matter of

individual disputes under arbitration should not
exceed Rs. 10 lakh.

Once the Banking Ombudsman gives
The Scheme of Banking Ombudsmanhe award and the complainant accepts the
was introduced with the object of enabling rescaward and final settlement of his claim within
lution of complaints relating to provision of a period of 15 days, the award will be binding
banking services and resolving disputes b&n the bank against which it is issued unless it
tween a bank and its constituent as well as bgrefers to file review petition with the Review
tween one bank and another bank through thuthority resting with the Reserve Bank.
process of conciliation, mediation and arbitra-

5. The complaint is not frivolous or vexatiou
in nature.

Action by the Banking Ombudsman

: h ‘ _ his duti In cases where the bank does not file
tion. For the purpose of carrying out his dutieg, .y, e jie\y petition, the bank has to accept the

under this Scheme, a banking ombudsman M&AYvard and intimate the compliance to the Bank-

require the bank named in the complaint to prqhg Ombudsman within one month. In the event
vide information or furnish copies of any docu-Of the bank failing to implement theward

ment relating to the complaint. within the prescribed time limit, the complain-
After detailed examination of the com-ant may also, if he so desires, approach the Re-
plaints / grievances of customers of banks andew Authority with a prayer to pass an appro-
after perusal of the comments of banks, thgriate direction to the bank for immediate com-
Banking Ombudsmen issue their awards in rggliance of theAward. In cases where the bank
spect of individual complaints to redress theifiles a review application against thevard and
grievances. the ReviewAuthority upholds theAward, the
bank shall implement the same within a period
of one month. In the case of failure on the part
To improve the déctiveness of the of the bank to do so, the Reserve Bank may con-

Scheme, the Banking Ombudsman Scheme gfder suitable steps to implement the decision
1995 was reviewed by an informal group, conpf the ReviewAuthority.

stituted by the Reserve Bank. The revised Bank-
ing Ombudsman Scheme, 2002, came into et];'anks

Banking Ombudsman Scheme, 2002

But in practice, it is reported that the
are deliberately delaying the implemen-
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tation of theAwards.As the delays in redressalpresented infable 1. It reveals that on an
defeat the objective of the Banking Ombudsaverage, over 5000 complaints are received by
man Scheme, banks are advised by the RBI the Banking Ombudsmen every y&drere has
ensure that th&wards of the Banking Ombuds-been steady increase in the number of com-
men are implemented immediately with the agplaints received by the fifteenfufes of Bank-
tive involvement of the top management. Thing Ombudsmen in India since 1998-2000. The
Reserve Bank has also advised all scheduledimber of complaints received has increased
commercial banks that their Customer Servicigom 4994 in 1999-2000 to 8246 in 2003-04.

Committee of the Board should play a more pro- Itis also observed that the average num-
active role with regard to complaints/grievanceger of complaints received perfiot has also

reso"r’]ed by Bah”kgg _Omb“ds”;‘“:“h AVIEW i reased from 333 in 1999-2000 to 550 in 2003-
to enhancing the kictiveness of the CUStomer04. It shows that there is an increasing aware-

Service Committee, banks have also been alqéss among the bank customers regarding their

vised to place all the awards issued by the Banh'ghts and the need for Banking Ombudsman
ing Ombudsmen before the Customer Servi(:r%r redressal of their grievances

Committee -

) ) Classification of complaints
« to enable it to address issues of systemic

deficiencies existing in banks, if any The number of subject-wise complaints
brought out by théwards; and received by fifteen Banking Ombudsmen dur-
to enable it to report to the Board sucl%ng the period 1998-99 to 2003-04 is presepted
delays in implementation and for initiat-1N Table 2.TheTable 3 reveals bank-group wise

ing necessary remedial action in case reak up of complaints dealt with by the Bank-

whereAwards remain unimplemented. ing Ombudsmen during the period 1998-99 to
2003-04.

Methodolo
9 Disposal of Complaints

This study has been designed to have ) ) )
descriptive and analytical exercise, based on the The details r'egardlng the complalnt.s
secondary data. The data are collected from théSposed of by.Bankmg Ombudsmen in India
secondary sources such as RBI publicationg,re presented ifiable 4. It is obse'rved 'from
Journals and Reports. The data have been arTg-bIe 4 t_hat the nur'nbe.r of compl;unts, includ-
lyzed using simple tools such as percentages a!ﬁ'&’ pending complamtg in the previous ydws _
averages. A period of 6 years from 1998-99 ghicreased from 6800 in 1999-2000 to 9483 in

2003-04 was considered.The performance oftt?é)03'04' Out of the complaints received, the

Banking Ombudsman Scheme has been evafiumber of non-maintainable complaints has also

ated with the help of secondary data, present&creased from 2614 in 1999'_200_0 to 204
in the following paragraphs. 2003-04. The number of maintainable com-

plaints has increased from 4186 in 1999-2000
Complaints Received to 5472 in 2003-04. Itis also noted that the num-
The number of complaints received byPer of complaints disposed of has steadily in-
all the fifteen Banking Ombudsmanf@és in creased from 2484 in 1999-2000 to 3998 in
India during the period 1998-99 to 2003-04 ang003-04.
the average number of complaints pdicefare
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It also shows that the Banking Ombudsthe parties of his intention to pass Award.
men Ofices were able to dispose of around 70%he details oAwards issued by each Banking
of the maintainable complaints on an annu@mbudsman Qice in India during the study
basis. Despite increase in the number of conperiod 1998-99 to 2003-04 are givermable 6.

plaints, the percentage of maintainable com- It is evident fromTable 6 that during

plai'nts disposed of iqcrgased st'eadily gxceme period 1998-99 to 2003-04, the percentage
dlurlng 2002'_03 when it d;1pped nga:naﬂly It 'Sd_ of complaints disposed of through mediation/
also interesting to note that out of the pen Ir]ﬁeconciIiation/recommendation/settlement, be-

complaints, the number of complaints pendmgNeen the complainant and the banks concerned

for more than two months has declined gradli'é around 98%. It indicates that the Banking

ally from 998(59%) in 1999-2000 to 709(48%)0 1 dsmen have beerfeftive in taking ap-

n 2093;03_' IthShOWbS thatfthe Bar_]kmgﬂ(_)mlbUdsﬁropriate decisions taking into consideration all
men in India have been functionindesftively. the relevant and extant legal and banking in-

Pending Complaints structions. Also, during the period 1999 to 2004,
only 338Awards were issued which formed 2%

The details of complaints pending for L .
the year 2003-04 have been furnishedzble of the total 16261 maintainable complaints
isposed of.

5. It is observed from the above table that 53%
(36%) out of 1474 pending complaints duringexpenditure incurred under the Banking
the year 2003-04 were delayed upto one mon®mbudsman Scheme

whereas 37% of the complaints were pending In consonance with clause 14(2) of the
for more than three months. Around 50% of th%cheme expenditure can be incurred by the

pending complaints remained pending for mor%anking Ombudsman under a system of annual
than two months. budget approved by the Reserve Bank of India.
Settlement of Disputes The costs of the Scheme include the revenue

The Banking Ombudsman Scheme progzxpenditure and capital expenditure incurred

vides three methods of settlement of disputeg:'le running the Ba;klng .Orrllbgdsmarfléﬁsbl. h
namely settlement of complaints Bygreement, e revenue expenditure includes the establish-

Recommendation for settlemeAtard by the ment items like salary and allowances of thd staf
Banking Ombudsman. First, the Banking Om‘:’m""ch(Ed to Banking OmbudsmartiCés and

budsman tries to promote settlement betweé.H)n-es'[abl'Shment items such as rent, taxes, in-

the complainant and the bank through concilia@2Jrance: Igvx{ chges, po'stage and telegram
hages, printing and stationery expenses, pub-

tion or mediation. If the dispute is not settled by o !
Agreement within a period of one month, th icity expenses, depreciation and other miscel-

Banking Ombudsman makes a Recommendgneous items. The capital expenditure items

tion to the complainant and the bank. If thénclude the furniture, electrical installations,

complaint is not settled by Agreement or RecCOMputers/related equipments, telecommunica-

ommendation, within a period of two monthstlon equipments and motor vehicle.
from the date of receipt of the complaint or such The details of expenditure (Capital and
extended date as may be considered necessBgvenue) incurred during the period 1998-99
by him, the Banking Ombudsman shall infornto 2001-2002 are given ihable 7. From the

table, it is observed that the average total
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expenditure incurred by all the fifteen bankingnan are subject to acceptance by both parties.
ombudsman dices per year is around Rs.6If complainant accepts tihevard, no further suit

crores of which nearly 95% is revenuecan be filed before the Consumer Court/Forum.
expenditure. The customers in rural branches rarely approach

The cost details of Banking Omloucls_Banking Ombudsman since publicity is not ad-

man Ofices, including the cost per complaint,_equate er;ogghkt.o mgkebpzople awarde _Of t?e ex-
are given inTable 8.The total cost of all the 'St€NCe of Banking Ombudsman and its func-

fiteen Banking Ombudsman fifes in India tioning. Thus, the Banking Ombudsman for

has increased from Rs.6.15 crores in 1999-20(%e5t Bengal and Sikkim is yet to receive a single

to Rs.7.03 crores in 2003-04. As far as the Cogi)n;plz;inrt] from.SiI;]kim.hOrI;e olz.thect)jragvk;acks
per complaint is concerned, it has increased fromt e Scheme s that the Banking Ombudsman

Rs.9050 in 1999-2000 to Rs.9.783 in 2002-030€S not have powers to issue orders in cases

and declined to Rs.7413 in 2003-04 due tgwolving financial malpractices. Moreovet
increase in the number of complaints has been reported that most of the banks enter

' _ into further correspondence and continue to
/As provided in the Scheme, the amoundelay the implementation of thavards. Such
spent is being recovered from participatingjelays in redressal will defeat the very objec-

banks in proportion to the Working funds of theSﬂve of the Banking Ombudsman Scheme.
banks at the end of the preceding financial .year

This practice is in line with the internationalRG"]cerences
practices adopted by various countries undér Tannan (2004), BANKING Law and

Banking Ombudsman Schemes. Practice’, India Law House, New Dew Delhi.
) 2. Sarvendra Singh & Ajay Upadhyay (2003)he
Conclusion Banking Ombudsman to provide for

expenditious and Inexpensive edressal of

. Grievances”, Legal News &/iews, June.
Ombudsman is another channel for redressal gf Madhok K.L. Awasthi H.K & VOICE Team

complaints of bank customers, it is nofeet (2001),'Ombudsman — An alternative con-
tive in bringing about redressal of complaints  sumer dispute settlement mechanism’Legal
because it is not vested with the powers of courts News &Views, June.

to call for information, summon any person tat. Banking Ombudsman Scheme, 2002, a booklet,
give evidence and produce material before itand Canara Bank, Bangalore.

enforce its judgement or ord@he recommen- S Annual Report on Banking Ombudsman Scheme,

dations andAwards of the Banking Ombuds- 2003-04. o
6. http://wwwrbi.omg.in/

Even though the dite of Banking
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Table -1

Number of complaints received by the Banking Ombudsmen

Period No. of complaints received | Average No. of complaints
during the year per Office
1998-99 6062 404
1999-00 4994 333
2000-01 5803 387
2001-02 5907 394
2002-03 5399 360
2003-04 8246 550

Source: Annual Report on Banking Ombudsman Scheme, 2003-04

Table - 2
Subject-wise classification of complaints

Particulars 1998-99 1999-00 2000-01 2001-02 | 2002-03 | 2003-04
Deposit Accounts 1830 1687 1617 1664 1789 250
Loans and Advances 1904 1844 1930 198p 1691 12
Delay in collection of 1198 943 999 1062 908 1001
cheques/bills
Others 2532 2326 2432 2316 2158 475
Total 7464* 6800* 6978* 7022* 6506* 9483*
(1402) (1806) (2175) (1115) (1107) (1237)

Source: Annual Report on Banking Ombudsman Scheme, 2003-04

*No. of complaints includes previous yeaending complaints as indicated in brackets
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Table — 3
Bank-group-wise classification of complaints

Bank group 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
Nationalised Banks 4063 3857 3657 3609 3145 4049
SBI Group 2337 1960 2175 2112 1914 2779
Private Sector Banks 390 417 531 629 718 1325
Foreign Banks 219 198 147 254 313 406
Scheduled Primary Co-op. 82 131 122 55 112 166
Banks

Others 373 237 346 363 304* 758**
Total 7464 6800 6978 7022 6506 9483

Source: Annual Report on Banking Ombudsman Scheme, 2003-04
Note: * Includes 33 complaints against RR&®&l** Includes 232 complaints against RRBs.
Table - 4
Disposal of Complaints by Banking Ombudsmen

Particulars 1998- | 1999- || 2000- | 2001- | 2002- | 2003-
99 00 01 02 03 04
Complaints received 7464* | 6800* | 6978* | 7022* | 6506* | 9483*
Of which not maintainable 3317 2614 2732 2404 2132 4011
Complaints maintainable 4147 4186 4246 4618 4374 5472
Disposed of 2807 2484 3131 3511 3137 3998
Percentage of maintainable 68 60 74 76 72 73

complaints disposed of

Pending 1340 1702 1115 1107 1237 1474*

Of the pending complaints, No. 775 998 589 624 650 709
those pending for more than 2
months % 58 59 53 56 52 48

Source: Annual Report on Banking Ombudsman Scheme, 2003-04
*Includes previous ye& pending complaints.
Table - 5

Details of complaints pending for the year 2003-04

Period of delay Number of Complaints
Upto 1 month 530(36)
1-2 months 235(16)
2-3 months 164(11)
More than 3 months 545(37)
Total 1474(100)

Source: Annual Report on Banking Ombudsman Scheme, 2003-04
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Table - 6
Awards issued by the Banking Ombudsmen

complaints by
mediation/
reconciliation/
recommendation/
settlement to total
maintainable
complaints disposed
of

1 Ahmedabad - 1 4 3 8 2
2 Bangalore 7 6 3 7 - 8
3 Bhubaneswar - 2 1 3 3 3
4 Bhopal 2 3 - - - 6
5 Kolkata 2 14 16 15 13 13
6 Chennai 8 10 9 - 1 0
7 Chandigarh 0 0 1 2 - 6
8 Guwahati - 2 2 - 14 17
9 Hyderabad 14 9 2 - - 6
10 Jaipur 4 1 3 4 - 5
11 Kanpur 28 20 8 5 - 5
12 Patna 23 - - - 2 13
13 Mumbai 2 1 1 2 6 15
14 New Delhi 2 3 2 3 - 20
15 Thiruvananthapuram - 2 - - - 2
Total awards 92 74 52 44 47 121

Awards not 49 34 27 16 20 37

implemented by banks

% of disposal of 3.28 2.98 1.66 1.25 1.07 221

complaints by issue of

awards to total

maintainable

complaints disposedo

% of disposal of 96.72 97.02 98.34 98.75 98.93 97.78

Source: Annual Report on Banking Ombudsman Scheme, 2003-04
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Table - 7
Expenditure incurred by Banking Ombudsmen in India

Year Capital Revenue Expenditure Total
Expenditure
Rs. Rs. Rs.
1998-99 19,57,865(3.7) 5,10,97,103(96.3) 5,30,54,968
1999-00 28,49,649(4.6) 5,86,90,225(95.4) 6,15,39,874
2000-01 54,63,858(7.8) 6,44,52,697(92.2) 6,99,16,555
2001-02 32,77,949(5.5) 5,58,79,181(94.5) 5,91,57,130

Source: http://wwwhbi.org.in

Table - 8
Cost details of Banking Ombudsman Offices
Period | Total Cost(Rs Croreg) No. of Complaints dg¢alost per complaint (Rs
1998-99 5.30 7464 7108
1999-00 6.15 6800 9050
2000-01 6.99 6978 10020
2001-02 5.91 7022 8425
2002-03 6.36 6506 9783
2003-04 7.03 9483 7413

Source: Annual Report on Banking Ombudsman Scheme, 2003-04
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